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1. SUMMARY: BASED ON CONTACTS WITH GOVE OFFICIALS AND 
PRIVATE TRADE WE HAVE GLEANED NO INFORMATION THAT MAKES US 
THINK THAT THE GOI INTENDS TO NATIONALIZE THE MICA MINES 
OR THE EXPORT TRADE IN THE NEAR FUTURE. CONCERNED WITH THE 
STAGNATION OF THE EXPORTS TO NON BLOC COUNTRIES INCLUDING 
THE U.S., IT IS DOUBTEUL THAT THE GOI WOULD WISH TO DISRUPT 
FURTHER THE MICA INDUSTRY AT THIS TIME BY ATTEMPTING TO 
MONOPOLIZE THE EXPORT TRADE OR TO RUN THE MINES. 

HOWEVER, IT WAS ALSO CLEAR THAT IF THE PRIVATE SECTOR 

FAILS TO COOPERATE, NATIONALIZATION MAY BE SEEN AS 

THE ONLY ALTERNATIVE. WE UNDERSTAND THAT THE GOI'S APPROACH 

IN HANDLING THE MICA SITUATION MAY BE INFLUENCED 

BY THE RECOMMENDATIONS OF A CONFIDENTIAL STUDY CURRENTLY 

BEING PREPARED BY THE INDIAN INSTITUTE OF FOREIGN TRADE 
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(IIFT). ALTHOUGH NOT YET FINALIZED, ONE OF THE RECOMM- 
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ENDATIONS BEING CONSIDERED FOR INCLUSION IN THE REPORT 
IS THAT MITCO SHOULD, FOR THE TIME BEING AT LEAST, CON- 
CENTRATE SOLELY ON EXPORTS TO THE BLOC COUNTRIES AND 
LEAVE OTHER MARKETS IN THE HANDS OE PRIVATE EXPORTERS WHO 
UNDERSTAND THE SPECIEIC REQUIREMENTS OE WEST EURPOEAN AND 
AMERICAN BUYERS. AS ALREADY REPORTED, IN ORDER TO RESOLVE 
SOME OE THE PROBLEMS PLAGUING THE MICA INDUSTRY THE GOI HAS 
CONSTITUTED A MICA ADVISORY COMMITTEE COMPOSED OF REPRESEN- 
TATIVES EROM BOTH THE PUBLIC AND PRIVATE SECTORS. FOLLOWING 
THE EIRST MEETING SCHEDULED EOR MARCH 22, 1976 WE SHOULD 
HAVE A BETTER PICTURE OE THE MICA SITUATION. END SUMMARY. 

2. IN ORDER TO RESPOND TO REFTEL, WE CONTACTED 

N.C. IAIN, MANAGING DIRECTOR, MITCO, THE INDIAN INSTITUTE 
OF FOREIGN TRADE (IIFT) (WHICH HAS PREPARED A CONFIDENTIAL 
STUDY ON MICA ON BAHALF OF THE GOI MINISTRY OF COMMERCE) 

AND SOLICITED PRIVATE SECTOR VIEWS THROUGH OUR CONGEN 
IN CALCUTTA. 

3. ACCORDING TO JAIN, ANY ATTEMPTS BY THE PRIVATE INDIAN 
EXPORTERS TO DISRUPT THE PRESENT SYSTEM COULD LEAD TO 
IMPOSING 100 PERCENT CANALIZATION. IN VIEW OF THE EMERGENCY 
HE SAID IT IS UNLAWFUL FOR MICA DEALERS COLLECTIVELY TO 
TRY TO IMPOSE THEIR POSITION ON THE GOI AND THEY HAD 
SUBSEQUENTLY BACKED OFF. IN RESPONSE TO DEALERS COMP- 
LANING OF LAGGING SALES, HE SAID THAT MITCO HAD OFFERED 

TO PURCHASE ALL THE INVENTORY STOCKS OF MICA AT AN AGREED 
PRICE, BUT THERE WERE NO OFFERS. HE DIDN'T REALLY BELIEVE 
MICA PRODUCTION WAS OFF SINCE EXPORTS WERE FOUR TIMES THE 
MICA PRODUCTION FIGURES. THERE WAS SOME QUESTION WHETHER 
ALL MINES WERE ACTUALLY REPORTING THEIR PRODUCTION. 

JAIN WENT ON TO SAY THAT HE WAS NOT IN FAVOR OF NATION- 
ALIZING THE MINES, BUT THIS WAS QUALIFIED BY ADDING THAT 
COMMERCE WAS NOT CONCERNED WITH THIS PROBLEM; IT WAS A 
MATTER FOR THE DPEARTMENT OF MINES TO DEAL WITH. 

3. WE ALSO DISCUSSED WITH JAIN HIS PROPOSED RESPONSE TO 
MARSHALL'S LETTER OF FEBRUARY 27, 1976 ANDDETECTED LITTLE 
BASIC CHANGE FROM MITCO'S EARLIER POSITION ON THE ISSUES 
RAISED BY MARSHALL. 
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4. WITH REGARD TO SCRAP MICA, MITCO AGREES TO ONE PRICE 
FOR MICA SCRAP PROVIDED SHIPMENTS CONTAIN MINIMUM 20 PER- 
CENT SCRAP SIZES BELOW THREE-QUATERS INCH. SINCE A 10 
PERCENT TOLERANCE IS ALREADY BUILT INTO THE EXPORT 
TRADE, AN ADDITIONAL 10 PERCENT (TOTAL 20 PERCENT) TOL- 
ERANCE IN SCRAP MICA IS CONSIDERED JUSTIFIED ON ACCOUNT 
OF COSTS. 
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5. ON THE SUBJECT OE ARBITRATION, JAIN CONTINUES TO 
OPPOSE ANY LETTERS BEING SENT BY THE DEPUTY 
MINISTER OE COMMERCE OR THE RBI SINCE THE ARBITRATION 
ARRANGEMENTS ARE CLEARLY SPELLED OUT IN THE GOIS' 
DECEMBER 5, 1975 PUBLIC NOTIFICATION. HE VIEWS THIS 
REQUEST EOR LETTERS AS ANNOYING AND AS "DOWN RIGHT 
IMPERTINENCE". HE SAID, HOWEVER, SHOULD A LETTER BE 
CALLED EOR TO SETTLE AN ABRITRATION MATTER IT WOULD 
BE IMMEDIATELY EORTHCOMING. 

6. AS EAR AS THE 40/60 SHARING EOLMULA IS CONCERNED, 

THE DIE IS CAST. JAIN SAID THAT IN VIEW OF THE 
POLITICAL CLIMATE THE GOI COULD NOT DECONTROL MICA 
EXPORTS AND REPORTS TO CHANGE THIS ARRANGEMENT MAY ONLY 
LEAD TO THE GOES COMPLETE TAKEOVER OP THE MICA TRADE. 

JAIN ASKS EOR A LETTER PROM THE IMPORTERS 

AGREEING TO PLACE DIRECT BUSINESS WITH THE MITCO TO THE 
EXTENT OP 40 PERCENT OP THEIR TOTAL ANNUAL REQUIREMENT. 

IP THIS IS DIFPICULT TO PIN DOWN BY YEAR END, MITCO 
IS WILLING TO PERMIT ORDERS TO SPILL OVER INTO THE NEXT 
YEAR. HOWEVER, IF THIS AGGANGEMENT FAILS TO WORK, 

JAIN WILL THEN REQUIRE DAY-TO-DAY SHARING OP ORDERS. 

JAIN REPORTED THAT EAST GERMANY HAD RECENTLY PLACED 
ORDERS AMOUNTING TO RS. 14 MILLION WITH MITCO AND THAT 
ORDERS FROM THE US WERE ALSO COMING IN. 
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7. ACCORDING TO AN OFEICIAL OF THE INDIAN INSTITUTE OF 
FOREIGN TRADE THERE IS NO CURRENT MOVE BY 

THE GOI TO NATIONALIZE THE MICA MINES. HOWEVER, HE 
MENTIONED THAT IIFT IS CONSIDERING THE RECOMMENDATION 
THAT THE GOI TAKE OVER CERTAIN "MISMANAGED " AND 
CLOSED MINES. IN THIS REGARD HE STATED THAT THE NUMBER 
OF OPERATING MICA MINES HAS STEADILY DECLINED OVER THE 
RECENT YEARS, FROM A PEAK OE 3,347 IN 1965 TO 2,848 IN 
1970. HE ALSO ADMITTED THAT THE 40/60 SHARING 
FORMULA HAS ADDED FURTHER PROBLEMS TO THE INDIAN MICA 
EXPORT TRADE. IN ORDER TO SOLVE 

THESE PROBLEMS AVARIOUS ALTERNATIVES ARE BEING DISCUSSED, 
INCLUDING CHANNELIZING EXPORTS THROUGH MITCO ONLY 
TO BLOC COUNTRIES AND LEAVING OTHER MARKETS IN THE HANDS 

OF PRIVATE EXPORTERS UNTIL SUCH TIME THAT MITCO ACQUIRES 
THE NECESSARY EXPERTISE IN INTERNATIONAL MARKETING. 
APPARENTLY THE STUDY LEVIED SOME STRONG CRITICISM AGAINST 
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MITCO'S OPERATIONS WHICH JAIN HAS PROTESTED. 

8. REPRESENTATIVES OF FOUR MAJOR MICA FIRMS IN THE 
CALCUTTA AREA, ALL OWNED BY VARIOUS BRANCES OF THE 
RAJGHARIA FAMILY, WHICH CONTROLS OVER 

50 PERCENT OF THE INDIAN MICA EXPORTS, EXPRESSED DOUBT 
THAT THE GOI WOULD PERMIT THE THREATENED CLOSURE OF ALL 
ALL MICA MINES IN BIHAR AS LONG AS THE EMERGENCY REMAINED 
IN EFFECT. EURTHERMORE, THEY DID NOT BELIEVE GOI IS 
LIKELY TO TAKE OVER PRIVATE MICA MINES IMMEDIATELY 
ALTHOUGH ONE MEMBER EXPRESSED BELIEF THAT NATIONALIZATION 
OF THE MICA INDUSTRY WAS INEVITABLE. 

9. ACCORDING TO THESE SOURCES THE GOI RUSHED TO ESTABLISH 
THE MAC AND SET UP THE EIRST MEETING ON MARCH 22 UPON 
RECEIPT OP THE RESOLUTIONS PROM THE BIHAR MICA EXPORTING 
ASSOCIATION (BMEA) AND THE KODARMA MICA MINING ASSOCIATION 
(KMMA) THREATENING TO CLOSE ALL PRIVATELY OWNED MINES BY 
MID-APRIL 1976. BMEA AND KMMA REPORTEDLY ASKED GOI TO TAKE 
ONE OF THE FOLLOWING STEIPS: (I) TERMINATE MITCO'S EXPORT 
SALES CONTROL AND RETURN TRADE TO PRIVATE EXPORTERS AS IT 
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WAS BEFORE 1972, COUPLED WITH REDUCTION OF MINIMUM 
EXPORT PRICES WHICH HAD BEEN RAISED THREE TIMES SINCE 
1972; OR (2) TAKE OVER PRIVATE MICA MINES AND NATIONALIZE 
MICA INDUSTRY, OR (3) APPROVE CLOSURE OF ALL MICA MINES 
AFTER MID-APRIL, UNTIL REVIVAL OF DEMAND. M.L. RAJGHARIA, 

OWNER OF UNION MANUFACTURING COMPANY, DOES NOT EXPECT THE GOI 
TO ACCEPT ANY OF THESE OPTIONS ALTHOUGH HE SAID JAIN HAD 
THREATENED VERBALLY TO TAKE OVER PRIVATE MICA MINES BY 
MARCH 31, 1976 IN CASE BMEA AND KMMA MEMBERS REFUSED TO 
OPERATE THEIR MINES. 

10. ACCORDING TO S.S. CHOPRA, MITCO'S MANAGER IN CALCUTTA, 

NO GAINS IN EXPORT EARNINGS COULD BE EXPECTED BY DECANALIZA- 
TION OF MICA EXPORTS OR SUBSTANTIAL REDUCTION IN MINIMUM 
EXPORT PRICES BECAUSE DEMAND FOR MICA WOULD INEVITABLY 
DECLINE AS A RESULT OF TECHNOLOGICAL CHANGE (ELECTRONICS 
REDUCES DEMAND FOR MICA FOR USE IN INSULATION) AND 
INCREASED COMPETITION FROM SYNTHETIC SUBSTITUTES. 

HE ADDED THAT THE GOI WOULD BE SELECTIVE IN REMEDIAL 
MEASURES, WHICH SHOULD CURB THE BIG MICA GROUPS AND 
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ASSIST SMALL PRIVATE MINE OWNERS. HE THOUGHT, HOWEVER, 

THATTHE GOI WOULD BE UNLIKELY TO TAKE ON FURTHER 
LIABILITIES BY IMMEDIATE ANATIONALIZATION OF THE 
TROUBLED MICA INDUSTRY. 

1 1 . CHOPRA CONCEDED THAT THERE HAS BEEN A SHARP FALL 
IN DEMAND AND A STEADY DECLINE IN VOLUME OF MICA 
EXPORTS, ALTHOUGH VALUE HAS INCREASED BECAUSE OF 
INCREASED UNIT PRICES. HE EXPECTED THAT THE MAC WOULD 
CONSIDER SUCH MEASURES AS PRICE REVISIONS TO ENCOURAGE 
FOREIGN DEMAND. ONE LOCAL EXPORTED, HOWEVER, POINTED 
OUT THAT ANY REDUCTION IN MINIMUM EXPORT PRICES OF 
MICA WOULD PRIMARILY BENEFIT THE RUSSIANS BECAUSE 
THE USSR TOGETHER WITH EAST EUROPEAN BLOC COUNTRIES 
ACCOUNT FOR MORE THAN 60 PERCENTOF THE TOTAL INDIAN 
MICA EXPORTS. HE DID NOT THINK A PRICE REDUCTION WOULD 
SUBSTANTIALLY INCREASE FOREIGN DEMAND. 

SCHNEIDER 
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